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ExplanatorY Me~orand~ 
1. The negotiation.s for a third financial protocol in the context 
of the Association Agreement between the EEC and Turkey were completed on 
3 February 1977• As the Community's delegation has indicated its 
agreement ad referendum, the Commission submitted the results of the 
negotiations to the Council which aporoved them at its meeting on 
8 l-larch 1977. The protocol has been signed on 12 !•lay 1977. 
2. With a view to the conclusion of this protocol on behalf of the 
Oo~ity the Commission is requested to approve the draft communication 
to the Council on the negotiations and the recommendation for a Council 
decision to oonclude the protoool. 
COMMISSION COMMUNICATION TO THE COUNCIL 
on the negotiation of the third Financial Protocol under 
the EEC-Turkey Association Agreement 
1. B,y a Decision of 29 November 1976, the Council authorized the 
Commission to open negotiations with the Republic of 'fUrkey for the 
conclusion of the third Financial Protocol under the Em-Turkey 
Association Agreement and issued the directives for those negotiations. 
The negotiations with the Turkish Delegation took place within the 
Council of Association. They were completed on 3 February 1977. 
The Turkish delega.tion indicated its approval of the content of the 
texts of the draft Protocol and the Community declaration concerning 
the European unit of aocount. The vommunity delegation indicated 
its approval ad referendum. These texts are attached to this 
CoiDIIIWlication. 
2. In order to enable the Protocol to be signed at an early date, 
the Commission aubmitted the draft texts to the Council on 8 March 1977, 
proposing that it take the necessary steps to enable the signature 
to take place as soon as possible. The orotoool has been si~1ed bn 12 
ley 1977. 
In order that this Protocol may be concluded on behalf of the Community, 
the Commission is transmitting to the Couricil herewith a recornmend".tion 
for a decision concluding the Protocol, to which iA annexerr the 
Community declaration. 
The Commission also recommends that the representatives of the 
governments of the Member States, mee-ting in the Council, to.ke the 
steps required for the implementation of the ra.tlfication, aooeptnnce 
or a.ppro,~9.l procedures laid down in Article 16 (1) of the Protocol. 
~OltMENDATION 
for a 
COUNCIL DECISION 
concerning the conclusion of a Financial Protocol between the EUropean 
Ebonomio Community and TUrkey 
--~------~~------.,.----·-b.--...-----... -·-··---------------·--
THE COUNCIL O:P' THE EUROPEAN COMMUNITIES, 
Having regard to the Treaty establishing the Ehropean fuonomio 
Community, and in particular Article 238 thereof, 
Having regard to the recommendation from the Commission, 
Having regard to the Opinion of the J!hropean Pa.rl iament_, 
Whereas the Financial Protocol between the :Ehropean Ebonomio 
Community and Tu.rkey, 
signed at ::aru.ssels on 12 Ma,y 1977 
should be oonoluded, 
HAS DECIDED AS FULLOWS: 
Article 1 
The Financial Protocol between the European Economic Com~unity and ~~rkey, 
is hereby approved on behalf of the Community. 
The text referred to in the first subparagraph is annexed to this Decision. 
Article 2 
The President of the Council shall oarry out, on behalf of the Commur.i t~:, 
the Dotifioation procedure provided for in Article 16 (1) of the Protocol. 
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.PINANCIAL PROTOCOL 
BETWEEN THE EUROPEAN ECONOMIC COMMUNITY 
AND TURKEY 
CEE/'l'H/e 1 
I ~ 
HIS MAJESTY THE KING OF THE BELGIANS• 
HER MAJESTY THE QUEEN OF DENMARK, 
THE PRESIDENT OF THE FEDERAL REPUBLIC OF GERMANY, 
THE PRESIDENT OF THE FRENCH REPUBLIC, 
THE PRESIDENT OF IRELAND, 
THE PRESIDENT OF THE ITALIAN REPUBLIC, 
HIS ROYAL HIGHNESS THE GRAND DUKE OF LUXEMBOURG, 
HER MAJESTY THE QUEEN OF THE NETHERLANDS, 
HER MAJESTY THE QU~EN OF THE UNITED KINGDOM OF GREAT BRITAIN 
AND NORTHERN IRELAND'· 
. ~iLnd, 
THE COUNCIL OF THE EUROPEAN COMMUNITIES, 
or the one part, 
THE PRESIDENT OF THE REPUBLIC OF TURKEY, 
or the other part, 
CONSCIOUS of the need to promote the accelerated development 
of the Turkish economy with a view to facilitating the 
pursuit of the objectives of the Agreement establishing an 
Association between the European Economic Community and 
Turkey, 
HAVE DESIGNATED as their Plenipotentiaries: 
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/ 
0 
HIS MAJESrry THE KING OF THE BELGIANS: 
HER MAJESTY THE QUEEN OF DENMARK: 
THE PRESIDENT OF THE FEDERAL REPUBLIC OF GERMANY: 
THE PRESIDENT OF THE FRENCH REPUBLIC: 
THE PRESIDENT OF IRELAND: 
THE PRESIDENT OP THE ITALIAN REPUBLIC: 
\o 
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HIS ROYAL HIGHNESS THE GRAND DUKE OF LUXEMBOURG: 
HER MAJESTY THE QUEEN OF THE NETHERLANDSt 
HER MAJESTY THE QutEN OF THE UNITED KINGDOM OF GREAT BRITAIN 
AND NORTHERN IRELAND: 
THE COUNCIL OP THE EUROPEAN COMMUNITIES: 
THE PRESIDENT OF THE REPUBLIC OF TURKEY: 
WHO, having exchanged their Full Powera, found in good and 
due torm. 
HAVE AGREED AS POLLOWS: 
CEE/TR/e 4 
ARTICLE 1 
Within the framework of the Association between the 
European Economic Community and Turkey, the Community shall 
participate on the terms set out in this Protocol in 
measures designed to promote, by efforts additional to 
those made by Turkey itself, the development of Turkey. 
ARTICLE 2 
.1. For the purposes specified in Article 1, and for a 
period expiring on 31 October 1981i an aggregate amount 
of 310 million European units of account (EUA) may be 
committed as follows: 
(a) 90 million EUA in the form of loans from the 
European Investment Bank, hereinafter called the 
"Bank", granted from its own resources; 
{b) 220 million EUA in the form of loans on special 
terms granted by the Bank acting on instructions 
from the Community. 
2. Capital projects shall be eligible for financing 
which have been submitted to the Bank by the Turkish 
State or, with the latter's agreement, by an authority 
or by public or private undertakings having their seat or 
a place or business in Turkey which: 
CEE/TR/e 5 
(a) help to increase the productivity of the Turkish 
economy and, in particular, aim to provide Turkey 
with a better economic infrastructure, higher 
a1rioultural output, and modern, effi~iently-run 
undertakings in the industrial and service sectors 
whether they are publicly or privately managed; 
(b) further the realization of the objectives of the 
Aaaociation Agreement; 
(c) are part of the Turkish Development Plan in 
force. 
3. With respect to the choice of capital projects 
within the framework or the above provisions: 
(a) only individual projects may be financed; 
(b) as a general rule, capital projects which are to be 
carried out on Turkish territor1 mayj in principle, be 
financed in all the sectors of the economy; 
(c) special consideration shall be given to projects 
which could serve to improve Turkey's balance of 
p&JtD.ents. 
•· Ex~ination of the eligibility of projects and the 
granting or loans shall be undertaken in accordance with 
the detailed rulee, conditions a~ procedures laid 
down by the Sank's Statute. 
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ARTICLE 3 
1. The amounts to be committed each year shall be 
.distribute~ as evenly as possible'throughout the period of 
application of this Protocol. During the initial period 
of application, however, a proportionately higher amount 
may, within reasonable limite, be committed. 
2. Any funds not committed may, by the end of the period 
referred to in Article 2{1), be used, until exhausted. In 
that case, the funds shall be used in accordance with the 
same arrangements as provided for in this Protocol. 
ARTICLE 4 
1. The loans may be granted through the intermediary of 
the State or appropriate Turkish bodies, on condition 
that they onlend the amounts to th~ recipients on terms 
decided, by agreement with the Ban~, on the basis of the 
economic and financial characteristics of the projects 
for which they are intended. 
2. Loans granted by the Bank from its own resources 
shall be subject to terms as to duration established on 
the basis of the economic and financial characteristics 
of the projects. The interest rate shall be that applied 
by the Bank at the time of signatu~e of each loan contract. 
J. Loans on special terms shall tie granted to the 
Turkish State for forty years with postponement of 
amortization or ten years and at an interest rate or 
2.5% per annum. 
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The Turkish State shall ensure that repayments by 
beneficiaries which are not imme1iately needed by the State 
tor the amortization of loans rr1m the Bank are used to 
finance capital projects within 1:\he meaning of 
Article 2(2). It shall notify t~e Bank each year of the 
I 
use of these amounts. This provision shall also apply 
to projects carried out under the earlier Financial 
Protocols. 
4. Loans accorded by the Bank from its own resources 
shall be used primarily to finance projects showing a 
normal return; loans on special terms shall be used 
primarily to finance indirect or long-term return 
projects. 
ARTICLE 5 
The loans may be used to cover •xpenditure on imports 
.or the domestic expenditure required,for carrying out 
approved capital projects, including expenditure on planning, 
on the services ot consulting engine~rs and on technical 
I 
aeeietanceo 
ARTICLE 6 
Aid from the Bank tor the execut~on or projects may~ 
with the agreement of Turkey, take th~ form of co-financing. 
ARTICLE 7 
Undertakings whose risk capital Comea wholly or partly 
from countries or the Community shall have access to the 
I 
finance provided tor in this Protocol on the same conditions 
as undertakings with national capital. 
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ARTICLE 11 
Where a loan is accorded to a ber{eficiary other than the 
Turki•h State, the provision ot a gua~antee by the latter 
may be required by the Bank as a cond~tion of the grant of 
the loan. 
ARTICLE 12 
Throughout the duration of the ldana granted pursuant 
to this Protocol, Turkey shall undert~ke to make available 
to debtors enjoying such loans and to the guarantors of the 
loans the foreign currency necessary tor the payment of 
interest, commission and other chargesi and for the repayment 
of capital. I 
ARTICLE 13 
The results of financial co-operation may ·be examined 
within the Association Council set up ~Y Article 6 of the 
I 
Agreement establishing an Association between the European 
Economic Community and Turkey. 
ARTICLE 14 
The Contracting Parties will, one
1 
year before the expiry 
or· this Protocol, consider what I provisions relating 
I to financial assistance might be adopt~d for a later period • 
• 
ARTICLE 15 
This Protocol shall be annexed to the Agreement 
! 
establishing an Association between th$ European Economic 
Community and Turkey. 
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ARTICLE 16 
1. This Protocol shall be subject to ratification, 
acceptance or approval in accordance with the Contracting 
Parties' own procedures; the Contracting Parties shall 
notify each other that the procedures necessary to this 
end have been completed. 
2. This Protocol shall enter into force on the fi~st 
day of the second month following the date on which the 
notifications provided for in paragraph 1 have been given. 
ARTICLE 17 
This Protocol is drawn up in two copies in the Danish, 
Dutch, English, French, German, Italian and Turkish languages, 
each of these texts being equally authentic. 
CEE/TR/e 11 
• ANNEX 
Declaration of the European Economic Community 
on Article 2 of the Fin~ncial Protocol 
1. The European unit of account used to express the 
amounts specified in Article 2 of the Financial Protocol 
is defined as the sum of the following amounts in the 
currencies of the Member States of the Community: 
German mark 
Pound sterling 
French franc 
Italian lira 
Dutch guilder 
Belgian fr~nc 
Luxembourg franc 
Danish krone 
Irish pound 
0.828 
o.o885 
1.15. 
109 
0.286 
3.66 
0.14 
0.217 
0.00759 
2. The value of the European unit of account in any 
given currency is equal to the sum of the equivalent in 
that currency of the amounts of currency referred to in 
paragraph 1. It is calculated by the Commission using 
daily market exchange rates. 
The daily rates of exchange in the various national 
currencies are published in the Official Journal of the 
European Communities. 
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FINANCIAL RlOOORD 
for the 1977 Budget 
A. PART 1: INTERVENTION i-lPPROPRIATIONS 
(for existing and new projeots) 
\~ 
1. RELEVANT BUDGET HEADJNG CODE 
Article 962 
2. TITLE OF BUDGET HEAD:WG 
"Financial cooperation with oerta.in non.member countries" 
3. LIDAL BASIS 
Article 238 of the EEXJ Treaty 
4• DESCRIPTION, OBJlOOTIVE(S) AND JUSTIFICATIOlJ 01'' THE PROJECT 
Third financial protocol between EEC and Turkey, concluded 
3 February 1977, annexed to the Association Agreement between 
ElOO and Turkey. 
5• APPROPRIATIOl'T (in u. a. ) 
No commitment will be made in the 1977 Budp,et under the head of 
the financial aid provided for in the financial protocol (the 
budget heading concerned is a toke~ ent~J)e The budget appro~riations 
may be used only from the 1978 financial year onwn.rds, after the 
protocol has been ratified~ This protocol provides for a sum of 
220 million EUA to be committed up to 31 October 1981 from budget 
appropriations (with an additional 90 million :illA in loans :from the 
EIB).. The breakdown of this sum will be clcoi~.ed annually in. the 
course of the budget oroceduree 
6. TYPE OF CONTROL TO BF~ APPLIED 
As h•id down in the Financial RegulatiOll of ~5 April 1973 S.l)'Dlioc.ble 
to the Genera.l Budget of the Fhropea.n Cor:ununities. 
- 2-
B., PART 2: ADDITIONA~ DATA TO BE PROVIDEp ~g_}. NEW ~HO.:!_Ep':t 
7. COST OF THE PFlOJEX:T (FOR THE WHOLE OF ITS E!lCPOOTED DURATION) 
a. 
220 million IDA charged against the Community Budget for the 
whole duration of application of the protocol, ioe• up to 
31 October 1981~ 
INFURMATION RIDARDTIW STAFFING AUD 'I'H.E APPROPRIATIONS I:t"t!R 
ADMINISTRATIVE Elt.PENDI'IURE NEXJESSARY FUR WE IMPLEMENTATION 
OF 'IHE PROJIOOT 
The project will be implemented Within the framework of the 
Commission's establishment plan. 
9• PROJIOOT FnJANCED F:OOM: 
The financial aid for the total duration of the financial 
protocol will be financed from Community Budget appropriations 
(220 million EUA) and EIB ow.n resources (90 million EUA). 
The budget appropriations will be made in the form of special 
loans. 
·(\ 

